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RECENT TRENDS AFFECTING REAL ESTATE 
OST of our clients knowthe importance of long-range trends that affect 
the real estate industry. They know that changes in real estate activi- 


ty and values usually take place gradually, and that once a major 
trend has developed it lasts for a number of years. 


In our opinion, a major downward trend in national real estate activity began 
6 years ago. At that time our national real estate activity index stood at 86 points 
above the long-range computed normal. In the middle of 1946, activity started 
dropping and fell, almost without interruption, for 3 years. By the summer of 1949 
it had sunk to only 13 points above normal. 


The rise to the 1946 peak of 86 points above normal was accomplished with 


little or no help from new construction. However, by the summer of 1949 the 
current construction boom began to gather great momentum. This construction 
boom, of unprecedented strength and duration, helped revive the lagging real es- 
tate market. By October 1950, real estate activity, riding the crest of the new 
construction wave, reached 50 points above normal. Since then, despite continued 
high construction volume, real estate activity has been in a slow, steady decline. 
In the 20 months that have elapsed since October 1950, our national real estate ac- 
tivity index has fallen to 27 points above normal. 


Undoubtedly, the imposition of real estate credit controls has played a part 
in the extent and timing of this decline. The big drop of 10 points in the last 2 
months was in all probability partly caused by too much premature talk of easier 
credit terms. It is difficult, if not impossible, to estimate precisely what effects 
the credit controls have had. Our opinion is that these effects have been greatly 
overemphasized and that the most that can be said for credit controls is that they 
hastened the timing of the downturn by perhaps 6 to 9 months. 


We are now in a period that calls for plans ranging from cautious to conserva- 
tive. None of us know what will take place in the brokerage, lending and construc- 
tion fields, but the probabilities are that 1953 will be a much leaner year than the 
fat and prosperous years we have come through recently. Now more than ever 
we would advise brokers to take only realistically priced listings, to sell harder, 
and to cut down on their overhead. 


Mortgage lenders should become more selective in their loans and in their 
applicants. Generally speaking, they are going to be under increasing pressure 
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to make questionable loans. This pressure will come from builders, would-be 
home owners, government agencies, and the necessity of investing a growing pool 
of lendable funds. 


We believe that builders should stay out of deep water. Many of them are al- 
ready operating close to shore. By and large the builders have done a magnificent 
job of providing homes. Design has improved tremendously; subdivision layout is 
better; quality of workmanship and materials is getting better with each passing 
month. However, smart builders know that the buyers of the future are going 
to demand even more. They’ll want bigger houses, bigger lots and lower prices. 
Moreover, there will be fewer buyers. By 1955-1956 we expect home building to 
be down to not more than one-half million starts per year. After that slack period 
the number of starts will pick up, slowly at first and then more rapidly until we 
reach the peak of another building boom that will probably be a good deal bigger 
than the one we are now in. 


Naturally, these comments are of a general nature. They pertain to the coun- 
try as a whole, but not necessarily to each individual city. Some cities are going 
to be hit pretty hard - others will get off rather easily. 


The charts on the 104 cities shown on the following pages will help our clients 
get a better picture of the recent short-term developments in these various cities. 
These charts compare real estate activity, mortgage activity, foreclosures, de- 
partment store sales and employment during the first half of 1952 with the first 


half of 1951. They also compare residential construction for the first quarter 
of 1952 with the first quarter of 1951. 


The changes in foreclosures and in employment do not lend themselves toa 
realistic comparison on a percentage basis. Therefore, these comparisons have 
been made on the basis of “better,” “worse,” or “same.” There are no cities 
where foreclosures have reached significant proportions. Employment is down, 
almost without exception, in the big textile and manufacturing cities along the 


eastern seaboard. There is good reason to expect this situation to improve during 
the last half of 1952. 


The effects of Regulation X should be considered in studying the comparisons 
of mortgage activity and real estate activity. Although these effects have been 
overemphasized by many observers, it would be foolish to say that credit regula- 
tions have had no effect. Notice, however, that despite more lenient credit 
terms in 1952, and despite the fact that no money panic existed this spring, 57 
cities had a lower level of mortgage activity during the first 6 months of this 
year than during the first 6 months of 1951. On this same basis, 43 cities had 
lower real estate activity in 1952 than in 1951. As would be expected, most of the 
big drops occurred in the so-called boom cities such as Los Angeles and Houston. 


An analysis of the type shown by these charts is much too detailed to discuss 
(cont. on page 300) 














ECONOMIC CONDITIONS BY CITIES 
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ECONOMIC CONDITIONS BY CITIES 
COMPARISON OF FIRST HALF OF 1952 TO FIRST HALF OF 1951 
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COMPARISON OF FIRST HALF OF 1952 TO FIRST HALF OF 1951 
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COMPARISON OF FIRST HALF OF 1952 TO FIRST HALF OF 1951 


WORSE NO CHANGE 
DETROIT REAL ESTATE 


MORIGAGES (ET 
CONSTRUCTION aT 
FORECLOSURES [ I 
RETAN SALES (i 
EMPLOYMENT §[_ I 









































DULUTH : REAL ESTATE = : 
MORTGAGES NOT AVANABLE 
CONSTRUCTION [aT 
FORECLOSURES NOT AVARABLE 
RETA SALES aT 
EMPCOYMENT OZ CCC 


ELIZABETH REAL ESTATE ay 
MORTGAGES ey 
ONSTRUCTON 
FORECLOSURES GE ———— 
RETAIL SALES QT 
EMPLOYMENT [_ aE. 


EL PASO REAL ESTATE NOT AvAnABLE 
MORTGAGES NOT AVAMABLE 
CONSTRUCTIONC - 
FORECLOSURES NOT AVAHABLE 
et SAS CT 
EMPLOYMENT [_ T 






















































































EVANSVILLE 3.0 REAL ESTATE [ I 
MORTGAGES QE 
CONSTRUCTION (a 


FORECLOSURES (CS — «Ss 
RETAIL SALES NOT AVANABE 


























eee fo 


FALL RIVER rea. eSvTAvTE SCC 
MORTGAGES 
CONSTRUCTION (a 
' RE (OSURES ELLE 
RETAIL SALES ‘OT AVANABLE 


EMPLOYMENT 


REAL ESTATE eT 
MORTGAGES [ I 
CONSTRUCTION [ T 
FORECLOSURES CT 
RETA SALES LN — 

EMPLOYMENT § [ Eg 


FORT WAYNE - REAL ESTATE [ I 
MORIGAGES Elia 
CONSTRUCTIONS 
FORECLOSURES [_ — SES 
A its eT 
EMPLOYMENT [__ Eg 









































































































































ECONOMIC CONDITIONS BY CITIES 


COMPARISON OF FIRST HALF OF 1952 TO FIRST HALF OF 195) 
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RECENT TRENDS AFFECTING REAL ESTATE 
(cont. from page 286) 


fully in a bulletin of this length. Many of the figures need no elaboration, or can 
easily be justified by “on-the-spot ” observation. We will be glad, however, to 
discuss the situation in any of these cities with any clients who write to us. It 
is much easier to pinpoint information and to narrow down a discussion ina 
letter than in a general publication. 














